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When shoppers hit the counter of their favorite retailer this holiday season, they may be asked to sign up for the store’s branded credit card in exchange for a discount on their purchase. The cards are often a better deal for the
stores than they are for consumers.
There are some perks to consumers—store cards, or private label cards as they’re known in the industry, are a good starting point to build up credit score, and there can be rich rewards for frequent shoppers. In general, though,
these branded cards carry higher interest rates than general purchase cards and have lower limits. That makes them more expensive for consumers.
For retailers, however, store cards are a growing proﬁt center. Private label card use by consumers grew nearly 12 percent per year from 2009 through 2012, according to the most recent data from the Federal Reserve. They’re
an easy way for stores to build loyalty, collect data, and—of course—earn revenue from consumers. Retailers are so invested in turning customers into private-label cardholders, that they often offer their sales clerks cash
incentives for signing people up.
One big reason that retailers like store credit cards is that they encourage customers to spend more. More than 60 percent of consumers say that they shop more often with retailers with whom they have a store card, and they’re
also more receptive to communication about events and promotions by that retailer, according to a market research report from Packaged Facts.
Not only do store cards encourage more spending and build loyalty for merchants, but they also give the stores access to valuable consumer data. Plus, they cost less to process than other forms of payment. They’re also often
compatible with mobile pay systems, which are expected to grow more dominant in future years.
Since retailers often control the approval process, they’re able to give cards to consumers who might not qualify for general-purchase cards, and to charge them interest on the balance.
In 2014 private-label credit and debit cards generated $254 billion in sales, according to Business Insider. They account for a large share of purchases at major retailers, used for nearly 60 percent of sales at Kohl’s and nearly 50
percent of sales at Macy’s last year, per an analysis by credit card consultant Ryan Douglas at First Annapolis.
The growing importance of private-label and general credit cards reﬂects a shift among consumers, who shied away from credit in general after the Great Recession. The average number of credit cards held by consumers has
been ticking up in recent years according to the Consumer Financial Protection Bureau. Those numbers could continue to increase as cashiers suggest new credit cards over the coming months.
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